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E.O. 11652: N/A 
TAGS: EFIN.JA 

SUBJECT: RUMORS OF EXCHANGE CONTROL TIGHTENING 

REF: TOKYO 04202 

1 . PRESS STORIES OVER THE WEEKEND REPORT THE MINISTRY OF 
FINANCE (MOF) AND BANK OF JAPAN (BOJ) ARE CONSIDERING 
TIGHTENING FOREIGN EXCHANGE CONTROLS TO STEM YEN SPECULA- 
TION. THE TWO MEASURES REPORTEDLY UNDER CONSIDERATION ARE 
(A) A BAN ON THE PAYMENT OF INTEREST ON FREE YEN ACCOUNTS, 
AND (B) SHORTENING USANCE PERIOD FOR CRUDE OIL IMPORTS. 

2. EFFECTIVE MARCH 18 THE BOJ IMPOSED A 100 PCT MARGINAL 
RESERVE REQUIREMENT ON FREE YEN DEPOSITS. SUBSEQUENTLY 
SOME RUNOFF OF FREE YEN ACCOUNTS WAS REPORTED BUT. ACCORD 
ING TO THE PRESS, THERE HAS AGAIN BEEN A BUILDUP OF FREE 

YEN ACCOUNTS IN LATE JULY AS THE FORWARD PREMIUM ON YEN 
HAS WIDENED TO ABOVE 6 PCT ANNUAL RATE FOR TWO AND THREE 
MONTH MATURITIES. REPORTS SUGGEST THAT SOME INTEREST IS 
STILL BEING PAID ON FREE YEN DEPOSITS, PRESUMABLY TO MAIN 
TAIN BASE LEVELS OF THESE DEPOSITS. MANSFIELD 
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